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SUB J : CENTRAL BANK CONCERN ABOUT EXTERNAL RECESSION AND 
DOMESTIC INFLATION 

1. PRESIDENT OF CENTRAL BANK ALFREDO LAFEE DECLARED THAT VENEZUELA 
IS CONCERNED ABOUT WORLD ECONOMIC CRISIS BUT THAT NO SPECIFIC 
MONETARY MEASURES ARE BEING CONTEMPLATED AT THIS TIME. HE 

SAID THAT WHILE THE RECESSION IN NORTH AMERCIAN WOULD NOT 
HAVE A GREAT EFFECT ON THE ECONOMY OF VENEZUELA IT MAY RESULT 
IN AREDUCTION OF VENEZUELAN PETROLEUM AND OTHER RAW MATERIAL 
EXPORTS TO THE US. AS A PRECAUTIONARY MEASURE VENEZUELA IS 
DIVERSIFYING ITS INVESTMENTS ABROAD WITH A VIEW TOWARD 
ENSURING DIVIDENDS THAT ARE NOT SOLELY RELATED TO PETROLEUM. 

2. LAFEE EVIDENCED CONCERN ABOUT INFLATION IN VENEZUELA AND CITED 
NECESSITY OF MAINTAINING COORDINATED MONETARY AND FISCAL POLICY. 
ACCORDING TO EMBASSY'S CALCULATION BASED ON LATEST DATA FROM 
CENTRAL BANK, PRICE INDEX HAS INCREASED 17PERCENT DURING 

FIRST NINE MONTHS OF 1974 OR AT AN ANNUAL RATE OF 23PERCENT. 
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PERCENT RATE FOR 1972. EVIDENCE OF CENTRAL BANK'S CONCERN ABOUT 
INFLATION IS REFLECTED IN A RECENT RELUCTANCE BY CENTRAL 
BANK TO DISCOUNT COMMERCIAL BANK PAPER CAUSING MINOR LIQUIDITY 
SHORTAGE. THIS DEVELOPMENT HAS TAKEN PLACE DESPITE MEASURES 
TO INCREASE LIQUIDITY TAKEN BY CENTRAL BANK IN EARLY FALL 
IN RESPONSE TO LATE SUMMER LIQUIDITY SHORTAGE. 

APPARENTLY AT PRESENT CONCERN ABOUT INFLATION OUTWEIGHTS 
GOVTS CONCERN ABOUT STIMULATING ECONOMY IN ORDER TO PROVIDE 
MORE EMPLOYMENT. 

MCCLINTOCK 
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